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OVERVIEW 


AUDIT  OF 


MONTANA  VETERANS'  HOME 


Soplemhf r , 


The  audit  of  the  Montana  Veterans'  Home  uas    a  financial  compliance  audit 
for  the  fiscal  year  ended  June  30,  1975-   The  purpose  of  the  audit  was  to 
determine  v/hether  the  financial  operations  of  the  Home  vvere  properly 
conducted,  v/hether  the  financial  statements  are  fairly  presented,  and  whether 
the  Home  has  complied  with  state  laws  and  regulations. 

The  audit  resulted  in  the  following: 

1.  A  disclaimer  of  an  opinion  for  the  fixed  assets  and  long-term 
debt  group  of  accounts  as  these  accounts  were  not  included  in 
the  scope  of  our  audit. 

2.  A  disclaimer  of  an  opinion  as  to  the  consistent  application  of 
generally  accepted  accounting  principles  as  it  was  not  practicable 
and  reasonable  to  extend  auditing  procedures  to  include  this 

opin  ion . 

3.  An  uncjualified  opinion  on  the  Federal  and  Private  Interest  &  Income 
Fund  and  the  Federal  Revenue  Sharing  Fund.   An  unqualified  opinion 
means  that  the  financial  statements  for  the  audit  period  present 
fairly  the  financial  position,  results  of  operations  and  changes 

in  fund  balances.   Also,  an  unqualified  opinion  indicates  that  the 
financial  statement  presentation  conforms  with  generally  accepted 
accounting  principles  and  includes  informative  disclosures  necessary 
to  make  the  financial  statements  not  misleading. 

4.  A  qualified  opinion  on  the  General  Fund  and  the  Federal  and  Private 
Revenue  Fund.   The  qualified  oiinion  means  that,  with  certain 
exceptions,  the  financial  statements  for  the  audit  period  present 
fairly  the  financial  position,  results  of  operations  and  changes  in 
fund  balances.   The  reasons  for  the  qualified  opinion  are  discussed 
in  the  body  of  the  report. 

There  arc   eighteen  recommendations  in  the  audit  report.   The  Director  of  the 
Department  of  Institutions  reply  to  these  recommendations  is  included  in  the 
back  of  the  audit  report.   The  Department  of  Institutions  concurs  with  fifteen 
of  these  recommendations  and  will  review  three  recommendations. 


ihf:  rccoriHiitndations  come  under  the  broad  categories  of  cash,   fixed  assets, 
supply  inventory  controls,  financial  reports,  purchasing  and  payrolls.   The 
three  recommendations  that  v^/i  1  1  be  reviewed  by  the  Department  of  Inst  itu  I  ions 
are  as  fol 1 ows : 

1.  CASH:   Unauthorized  Bank  Accounts 
Recommendation: 

Transfer  all  monies  to  the  State  Treasurer  and  close  the  Home 
Miscellaneous  Fund  bank  account. 

Department  of  Institutions  response: 

The  uses  and  materiality  of  this  fund  will  be  reviewed  and  a 
determination  made  as  to  the  most  effective  handling  of  these 
mon  i  es . 

2.  SUPPLY  INVENTORY  CONTROLS 

A.  Recommendation: 

That  the  Home  establish  a  perpetual  inventory  system  that  adopts 
the  "ABC"  method  of  accounting  for  inventory  items.   The  ABC 
method  of  inventory  control  establishes  control  by  dollar  value, 
accessibility,  vulnerability  and  relative  importance  of  each  item. 

Department  of  Institutions  response: 

The  department  will  contact  the  auditor  for  information  about  the 
ABC  inventory  method. 

B.  Recommendation: 

Quarterly  reports  should  be  made  to  the  Superintendent  indicating 

by  class  of  inventory  the  differences  betv/een  the  perpetual  inventory 

record  and  the  physical  count. 

Department  of  Institutions  response: 

The  department  will  contact  the  auditor  for  an  indication  of  vjhat 
prompted  the  recommendation  of  quarterly  reports  indicating 
differences  between  the  perpetual  inventory  record  and  the  physical 
inventory.   Considering  the  immateriality  of  the  items  involved 
and  the  limited  staff,  an  annual  physical  inventory  and  reconcilia- 
tion to  perpetual  inventory  seems  sufficient. 
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The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

Transmitted  herewith  is  the  report  on  the  audit  of  the  Montana 
Veterans'  Home  for  the  year  ended  June  30,  197  5. 

The  audit  was  conducted  by  Sorenson  and  Hanson,  CPA's  of  Kalispell, 
under  a  contract  between  the  firm  and  our  office.   The  comments  and 
recommendations  contained  in  this  report  represent  the  views  of  the  firm 
and  not  necessarily  the  Legislative  Auditor. 

The  agency's  written  response  to  the  report  recommendations  is 
included  in  the  back  of  the  audit  report. 

Respectfully  submitted. 


Morris  L.  Brusett,  C.P.A. 
Legislative  Auditor 
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To  ttu'  Hdiiornhle  Montnnn  State  Legislntlvf  And  1 1  Committee: 

We  have  examined  the  financial  statements  of  the  General  Fund,  the  Federal 
and  Private  Revenue  Fund,  the  Federal  and  Private  Revenue  Interest  and 
Income  Fund,  and  the  Federal  Revenue  Sharing  Fund  of  the  Montana  Veterans' 
Home  for  the  year  ended  June  30,  1975.   Our  examination  was  made  in  accordance 
with  generally  accepted  auditing  standards,  and  with  the  audit  requirements  set 
forth  in  the  audit  guide  issued  by  the  Office  of  Revenue  Sharing,  U.S.  Department 
of  the  Treasury,  for  audits  of  revenue  sharing  recipients,  and  accordingly  included 
such  tests  of  the  accounting  records  and  such  other  auditing  procedures  as  we 
considered  necessary  in  the  circumstances. 

Our  examination  did  not  include  the  general  fixed  asset  group  of  accounts 
or  the  general  long-term  debt  group  of  accounts  as  required  by  generally 
accepted  accounting  principles,  and  therefore,  these  accounts  are  not 
included  in  the  financial  report. 

It  was  not  practical  to  extend  auditing  procedures  sufficiently  to  give  an 
opinion  as  to  the  consistent  application  of  generally  accepted  accounting 
principles. 

The  General  Fund  Cash  in  Treasury  should  reflect  $20,498  that  has  been 
authorized  through  appropriations  to  cover  allowed  accrued  support  expendi- 
tures.  The  Federal  and  Private  Revenue  Fund  cash  in  the  Treasury  should 
reflect  $8,639  more  that  has  been  authorized  through  appropriation  to  cover 
expenditures  in  excess  of  receipts. 

In  our  opinion,  the  aforementioned  financial  statements  present  fairly  the 
financial  position  of  the  Federal  and  Private  Interest  &  Income  Fund  and  the 
Rederal  Revenue  Sharing  Fund  of  the  Montana  Veterans'  Home  at  June  30,  1975, 
and  the  results  of  operations  of  such  funds  and  the  changes  in  fund  balances 
for  the  year  then  ended  in  conformity  with  generally  accepted  accounting 
principles.   In  our  opinion,  except  for  the  effects  of  the  preceding  paragraph, 
the  aforementioned  financial  statements  present  fairly  the  financial  position 
of  the  General  Fund  and  the  Federal  and  Private  Revenue  Fund  of  the  Montana 
Veterans'  Home  at  June  30,  1975,  and  the  results  of  operations  of  such 
funds  and  the  changes  in  fund  balances  for  the  year  then  ended  in  conformity 
with  generally  accepted  accounting  principles. 
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MEMBERS    AMERICAN     INSTITUTE    OF    CERTIFIED    PUBLIC    ACCOUNTANTS 


The  accompanying  supplemental  schedule  presented  on  page  8  is  not  necessary 
for  a  fair  presentation  of  the  financial  statements,  but  is  presented  as 
additional  analytical  data.   This  information  has  been  subjected  to  the 
tests  and  other  auditing  procedures  applied  in  the  examination  of  the 
financial  statements  mentioned  above  and,  in  our  opinion,  is  fairly  stated 
in  all  material  respects  in  relation  to  the  financial  statements  taken  as 
a  whole. 


"SORENSON  &  HANS'ON 
Certified  Public  Accountants 
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MONTANA    VETEtlAN  '  S   HOME 
Coiriblned    Balance    SliRet^All    Funds 
June    30,    1975 


EXHIBIT  A 


Fcdei-al  and  Private 

Interest  Federal 

General         Revenue        and  Pvevenue 

Fund Fund Income  Fund  Sharing  Fund 


ASSETS 


Cash    in    State   Treasury  $  $      18,113  $         6,466 

Revolving   Fund   Cash  500 

Total  $  500  $      18,133  $        6,466 


LIABILITIES   AND   FUND   BALANCE 


Accrued  support 

expenditures  $   20,498      $    6,412     $ 

Fund  Balance  (  19,998)        11,701         6,466 


See  Notes  to  Financial  Statements 


Total  $     500      $   18,113     $   6,466      $   -0- 


MONTANA  VETERAN'S   HOME 
Coynbined   Statement    of   Revenue-All    Fund; 
Fiscal    Year   Ended   June   30,    1975 


EXHIBIT    B 


Federal  &  Private 
General  Interest  &  Income 
Fund       Fund 


Federal  &■   Private 
Revenue  Fund 


Revenue 
Rental 
Meal 
Lease 

Mineral  royalty 
Other 
Veterans  Administration 

Total 


$    630 
437 


$   1,067 


$ 

966 
329 
514 

$ 

1,809 

$207,806 
$207.806 


See  Notes  to  Financial  Statements 
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MONTAi'JA  VETERAN'S  HOME 
Statement  of  ExpenditurG3-All  Funds 
Fiscal  Year  Ended  June  30,  1975 


EXHIBIT  C 


1974-1975       Budget 
Appropriations   Amendments 


General  Fund 

Administrative  Program 
Care  and  Services 
Nursing 

Federal  and  Private  Revenue  Fund 
Administrative  Program 
Care  and  Services 
Nursing 


Federal  Revenue  Sharing 
Administrative  Program 
Care  and  Services 
Nursing 


$  20,439 

116,712 

70,900 

208,051 


80,000 
70,000 


Total 


150, 

000 

27 

40 

9 

267 
000 

853 

77 

120 

$435 

,171 

$   5,825 

$  26,264 

33,828 

150,540 

28,814 

99,714 

68,467 

276,518 

3,801 

3,801 

9,760 

89,760 

57,778 

127,778 

71,339 

221,339 

27,267 

40,000 

9jJ^53 

-- 

77,120 

$139,806 

$574,977 

Total 

Available   Expenditures   Balanct 


$  26,263   $     1   j 

150,453      87  j 

99,692      22  i 


276,408 


110 


3,414 

387 

89,427 

333 

123,604 

4,174 

216,445 

4,894 

27,071 

196 

39,988 

12 

9,853 

-- 

76,912 

208 

$569^65 

$5,212 

See  Notes  to  Financial  Statements 


MONTANA  VETERAN'S   HOME 
Combined   Stiatcment   of    Chan^^os    in    Fund   Dalances-All    Funds 
Fiscal   Year  Ended   June   30,    1975 


Balance^  June    1,    1974 

Add: 

Revenue 

Prior  year  cash  transfer 

Appropriations 

Accrued  support  expendi- 
tures-prior year 

Excess  of  prior  year  ex- 
penses over  revenue 

Deduct: 

Expenditures 

Excess  of  appropriations 
over  expenditures 

Accrued  support  expendi- 
tures-current year 

Excess  of  expenditures 
over  receipts 

Revenue  included  in 
appropriations 

Prior  year  expenditure 
adjustment 

Balance,  June  30,  1975 


EXllTIUT  1) 


Federal  and  Private 


Interest 

Federal 

General 

Revenue 

and 

Revenue 

Fund 

Fund 

Income  Fund 
$   4,657 

Sharing  Fund 

$(323,060) 

$ 

20,340 

$(108,029) 

1,067 

207,806 

1,809 

314,495 

105,680 

276,518 

221,339 

77,120 

9,065 

2,349 

760 

988 

276,408 

216,445 

76,912 

110 

4,894 

208 

20,498 

8,639 
207,806 

1,827 

988 

$(  19,998) 

I 

11,701 

$   6A66 

$   -0- 

See  Notes  to  Financial  Statements 
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MONTANA  VETERANS'  HOME 
NOTES  TO  FINANCIAL  STATEMENTS 
June  30,  1975 


1.  SUMMARY  OF  SIGNIFICANT  ACCOUNTING  POLICIES 

The  accounting  policies  of  the  Montana  Veterans'  Home  conform  to  generally 
accepted  accounting  principles  as  applicable  to  governmental  units.   The 
following  is  a  summary  of  the  significant  policies. 

Basis  of  Accounting 

The  modified  accrual  basis  of  accounting  is  followed  by  all  funds, 

2.  RETIREMENT  PLAN 

The  Home  participates  in  the  Public  Employees'  Retirement  System  which 
covers  substantially  all  of  its  employees.   Under  the  plan,  the  Home 
contributes  A. 9%  of  employees'  salaries  and  wages,  with  employees 
contributing  5.75%.   The  Home's  total  retirement  expense  for  the  year  ended 
June  30,  1975,  was  $17,593. 

3.  COLLECTIONS  FROM  RESIDENTS 

The  Department  of  Institutions'  Reimbursements  Bureau  is  responsible 
for  billings  and  collections  from  residents.   Collections  are  deposited 
in  the  State  of  Montana  General  Fund. 
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MONTANA  VETERAN' 


HOME 


Statement  of  Expenditures  by  Program-All  Funds 
Fiscal  Year  Ended  June  30.  1975 


SCHEDULE  1 


Personal  Services 
Salaries 
Hourly  wages 
Employee  benefits 

Total 

Operating  Expenses 
Contracted  services 
Supplies  and  materials 
Communications 
Travel 
Utilities 

Repair  and  maintenance 
Other  expenses 

Total 

Equipment 
Equipment 

Total  Expenditures 


Administration 


$  41,678 


8 

359 

50 

037 

480 

1 

,343 

3 

,962 

818 

26 

83 

6 

,712 

Care  and 

Services    Nursing 


$163,482 

63 

29,962 


Total 


$  56,749 


193,507 


10,438 

38,200 

24 

22,537 
8,049 
3,191 

82,439 


3,922 


$279,868 


$162,935 

$368,095 

63 

29,910 

68,231 

192,845 

436,389 

9,913 

20,831 

24,181 

63,724 

8 

3,994 

154 

972 

3,579 

26,116 

989 

9,064 

167 

3,441 

38,991 

128,142 

1,312 

5,234 

$233,148 

$569,765 
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lvlONiA::A  LLGISLATIVE  V;   rOR 


The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

We  have  completed  our  financial-compliance  examination  of  the  financial 
statement  of  the  Montana  Veteran's  Home  in  Columbia  Falls,  as  of  June  30, 
1975. 

Our  examination  included  a  review  of  accounting  procedures  and  internal 
controls  currently  employed.   From  this  review,  we  have  developed  comments 
and  suggestions  for  possible  improvements  in  internal  controls  and  financial 
compliance.   Any  changes  made  as  a  result  of  these  recommendations  must  be 
considered  in  terms  of  cost  and  available  manpower. 

Our  comments  and  suggestions,  briefly  stated,  are  as  follow.s: 
GENERAL 

The  Montana  Veteran's  Home,  located  near  Columbia  Falls,  was  created  by 
legislative  enactment  in  1895.   The  facility  is  maintained  by  the  state,  and 
is  designed  to  provide  a  home,  subsistence  and  nursing  care  for  veterans 
honorably  discharged  from  the  armed  service  of  the  United  States. 

Legislative  appropriations  provided  to  carry  out  the  statutory  responsibilities 
during  fiscal  year  1974-75  were  $574,977,  comprising  $276,518  from  the  general 
fund;  $221,339  from  the  Federal  and  private  revenue  fund,  and  $77,120  from 
Federal  revenue  sharing  fund.   Expenditures  as  reported  in  the  Veteran's 
Home's  record  from  these  sources  were  $276,408,  $216,445  and  $76,912  respectively. 
The  Veteran's  Home  expenditures  are  accounted  for  in  three  different  programs; 
administration,  care  and  services  and  nursing. 

CASH 

The  Home  had  three  local  bank  accounts  maintained  in  the  Bank  of  Columbia 
Falls  at  June  30,  1975.   The  Home  Miscellaneous  Fund  and  the  Deceased 
Members'  Account  did  not  have  proper  authorization  from  the  State  Treasurer 
and  the  Board  of  Investments  as  required  by  the  Department  of  Administration. 
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'ihesG  accounts  vrere   not  recorded  within  the  Statewide  Budget  and  Accounting 
Syster..   The  actual  cash  under  the  control  of  officials  at  June  3o,  1975, 

was  as  follovjs: 

Account  Amount 

1.  Revolving  Fund  -  General  Fund  $1,191.89 

2.  Unauthorized  Bank  Accounts 

Bank  account-Hon^e  Miscellaneous  Fund  401.73 

Savings  account-Deceased  Members'  Account        277.31 

3.  Residents  Account  -  Held  in  Trust  965.47 

Our  comments  relating  to  the  propriety  of  selected  cash  accounts,  their 
uses  and  internal  control  over  cash  procedures  follow: 

1 .   Revolving  Fund  -  Gsnei'al  Fund 


Items  reconciling  the  bank  to  the  book  balance  were  carried  over  from 
a  period  of  time  exceeding  one  year. 

Recommendation:  i 

All  reconciling  items  should  be  cleared  within  a  reasonable  period  of 
time. 

Unauthorized  Bank  Accounts 

Bank  Account  -  Home  Miscellaneous  Fund 

The  Home  has  established  a  bank  account  resulting  from  excess  vending 
machine  receipts  over  vending  machine  disbursements  which  has  not  bean 
authorized  by  the  State  Treasurer  nor  recorded  in  the  official  accoimting 
records.   The  use  of  these  funds  has  been  primarily  for  flowers,  gifts 
and  social  affairs. 

Savings  Account  -.Deceased  Members'  Account 

The  Home  has  established  a  bank  account  from  deceased  members'  money 
which  has  not  been  authorized  by  the  State  Treasurer  nor  recorded  in  the 
the  official  accounting  records.   The  last  deposit  into  this  account  was 
nearly  ten  years  ago. 

Management  Memo  2-73-8,  dated  August  14,  1973,  requires  authorization 
from  the  State  Treasurer  and  the  Board  of  Investments  for  all  local 
bank  accounts. 

Re commend at  ion : 

Wp  recommend  that  the  Home: 

1.   Follow  the  procedures  as  established  by  the  Tublic  Administrator 
for  the  Savings  Account  -  Deceased  Members'  Account. 
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2.   Transfer  all  monies  to  the  State  Treasurer  and  close  the  Home 
Miscellaneous  Fund  bank  account. 

3.   Residents  Account  -  Held  in  Trust 

Residents  are  not  generally  capable  of  handling  their  personal  money. 
As  a  result,  funds  have  been  accumulated  in  individual  envelopes  and 
kept  in  the  safe.   All  office  employees  have  access  to  these  monies. 

Recommendation: 

1.  V-There  feasible,  we  recommend  that  the  resident  maintain  his  monies 
in  his  own  personal  checking  or  savings  account. 

2.  ^vTiere  the  above  is  not  feasible,  we  recommend  that  a  member  of  the 
family  or  a  close  friend  of  the  resident  assist  the  resident  in 
his  money  matters. 

3.  Where  neither  one  of  the  above  recommendations  is  feasible  and  the 
dollar  amounts  are  large,  we  recommend  that  the  funds  be  transferred 
to  the  State  Treasury  aiid  maintained  in  the  "agency"  fund. 

4.  If  the  amounts  are  small  and  the  above  recommendations  are  not 
feasible,  we  recommend  that  one  person  be  designated  responsible 
for  all  resident  monies  held  in  safekeeping  and  that  separate 
envelopes  be  maintained  in  a  locked  safe  deposit  box  kept  in  the 
safe. 

FIXED  ASSETS 

The  Home  is  responsible  for  the  custody  and  administration  of  fixed  assets  but 
does  not  exercise  satisfactory  control  as  prescribed  by  management  memo  70-17 
which  requires: 

1.  A  physical  inventory  be  taken  each  fiscal  year. 

2.  Inventory  working  papers  be  retained  for  subsequent  audit  purposes. 

3.  All  changes  in  fixed  assets  between  inventory  dates  be  recorded. 

Recommendat  ion : 

1.  Coordinate  the  record  keeping  function  of  the  fixed  assets  with  the 
Department  of  Administration  so  that  periodically  the  Home  receives 
a  report  from  the  Statewide  Budget  and  Accounting  System  indicating 
the  assets  for  which  they  are  accountable  and  the  identification 
number  associated  therewitVi. 

2.  Conduct  a  physical  inventory  using  sound  inventoi^y  procedures 
establishing  inventory  records  of  all  fixed  assets  for  which  they  are 
accountable. 
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3.  Establish  a  policy  of  taking  an  annual  physical  inventory  and 
otherwise  complying  with  other  inventory  procedures  sot  forth 
in  management  memo  70-] 7. 

4.  Provision  sliould  be  made  for  reporting  retired  or  abandoned  capital 
items  to  the  Statewide  Budget  and  Accounting  System. 

SUPPLY  INVENTORY  CONTROLS 

Presently  all  supply  inventory  items  purchased  are  maintained  on  a  cardex 
file  system-   Considerable  amount  of  detail  is  maintained  in  the  present 
system.   However,  there  is  no  periodic  reporting  process  nor  is  the  accounta- 
bility for  the  difference  between  the  physical  inventory  and  the  perpetual 
records  maintained. 

Recommendat  ion : 

1.  That  the  Home  establish  a  perpetual  inventory  system  that  adopts 
the  "ABC"  method  of  accounting  for  inventory  items.   The  ABC 
method  of  inventory  control  establishes  control  by  dollar  value, 
accessibility,  wilnerabil i ty  and  relative  importance  of  each  item. 

2.  Quarterly  reports  should  be  made  to  the  commandant  indicating  by 
class  of  inventory  the  differences  betv/een  the  perpetual  inventory 
record  and  the  physical  count. 

FINANCIAL  REPORTS 

1.  Composite  Reports 

The  Home  receives  a  general  ledger,  receipts  summary  and  program  group 
cost  analysis  in  each  month.   To  determine  the  activity  in  a  particular 
account  there  is  a  need  to  go  through  each  monthly  report. 

Recommendation : 

Request  the  Department  of  Administration  to  prepare  a  composite  general 
ledger,  receipts  summary  and  program  group  cost  analysis  (Forms  #411, 
631  and  641  respectively)  at  predetermined  intervals. 

The  composite  format  enables  management  to  make  quick  review  and  coin- 
parisons  of  financial  transactions  in  addition  to  providing  a  single 
source  from  v/hich  the  transactions  may  be  traced.   The  additional  paper 
required  for  this  print-out  may  be  obtained  by  eliminating  other  forms 
currently  produced  but  not  considered  as  vital  to  management  needs. 

2.  Filing  of  Reports 

At  the  present  time  reports  are  filed  by  form  code  number  and  are 
maintained  in  the  files  chronologically  since  inception. 
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Recommendation : 

That  yjrior  year  Statewide  Budget  and  Accounting  System  reports  be 
maintained,  by  year,  in  storage  files  apart  from  the  current  year 
reports. 

3.   Required  Reports 

A  substantial  number  of  Statewide  Budget  and  Accounting  System  reports 
are  presently  being  received  by  the  Home  and  are  filed  for  permanent 
keeping. 

Recommendation: 

That  a  thorough  study  be  made  to  determine  what  information  is  needed 
by  the  Home  to  properly  manage  it,  and  that  the  information  needed  be 
contained  in  as  few  Statewide  Budget  and  Accounting  System  reports  as 
possible. 

PURCHASING 

1 .  Coding  Support 

Recommendation : 

Support  documents  to  the  transfer-warrant  claims  should  be  summarized 
according  to  account  distribution  and  an  adequate  explanation  entered 
in  the  space  provided.   This  v;ill  facilitate  review  and  approval  of 
the  transfer-warrant  claims. 

2.  Receiving  Procedures 

Recommendati  on : 

Institute  formal  receiving  procedures,  to  iticlude,  but  not  be  limited 
to: 

1.  Comparison  with  purchase  orders; 

2.  Items  received  are  verified  and  examined  to  meet  specified 
requirements. 

This  will  provide  a  written  indication  that  tlie  proper  receiving 
procedures  were  performed  and  by  whom. 

3.  Verification 

Recommendation : 

Utilize  a  sign-off  system  to  indicate  invoices  have  been  verified  for 
prices,  extensions,  footings  and  discounts. 

PAYROLL 

1.  U-U   Forms 

Recommendation : 

Require  all  employees  to  complete  current  W-4  forms  and  keep  current 
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forms    signed   by   each   oinployee    in    their    individual    filo. 

2.  TiiTie    Cnrds 
Reccj.'nraendation : 

Consider  establishing  the  following  additional  payroll  procedures: 

1.  Employees  should  enter  their  hours  on  and  sign  their  time 
cards. 

2.  Supervisors  should  rev  i.ew  their  employees'  time  cards  and 
indicate  their  approval  by  signing  the  time  cards. 

3.  Accruals 

Recommendation : 

Discuss  with  the  Department  of  Administration  the  feasibility  of 
incorporating  accrued  vacation,  sick  and  compensatory  time  with 
the  current  Statewide  Budget  and  Accounting  System  payroll  programs 
and  supplying  this  data  on  check  stubs  and  agency  print-outs. 


V-Je  have  reviewed  the  comments  and  recommendations  contained  in  this  report 
with  Mr.  Richard  Walsh,  Mr.  Robert  Feenan  and  Mra.  Jacqueline  Armstrong  on 
October  1,  1975. 

We  wish  to  express  our  appreciation  to  these  officials  and  their  respective 
staffs  for  their  cooperation  and  assistance  in  this  audit. 


^^^.J^j^.   'r      //.^^{^^ 


SORENSON  &  HANSON 

Certified  Public  Accountants 
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Legislative  Audit  Committee 

of  the  Montana  .State  Legislature 
Office  of  the  Legislative  Auditor 
State  Capitol 
Helena,   Mt.        59G01 

Gentlemen: 

We  have  reviewed  the  audit  report  prepared  by  Sorenson  & 
Tlanson,   C.P.  .1.  on  thp  \/eterans'  flome.    Our  review  was 
inade  in  cooperition  udth  Pichard  Walsh,   Superintendent  of 
t.lie  Veterans'  lloinp. 

'L'ho  r-npcirl  [inivldnr;  :l  vpry  W(-di'cr(ie  sorvice  and  is  sincerely 
appreciated. 

Our  response  to  recommendations  is  attached. 

Sincerely, 


'Robert  H.  Mattson 
Director 


^ 


RHM/mj] 
Enc. 
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Response  to  Veteran's  Home  Audit,  Page  2 


Recommendation  -  Page  2 

All  reconciling  items  should  be  cleared  within  a  reasonable  period  of 

time. 

All  reconciling  items  will  be  cleared  within  a  reasonable  period  of 
time. 


Recommendation  -  Page  2 

Follow  the  procedures  as  established  by  the  Public  Administrator  for  the 

savings  account  -  deceased  members  account. 

The  Central  Office  attorney  will  work  with  the  Superintendent  to 
properly  handle  the  savings  account  -  deceased  members  account. 


Recommendation  -  Page  3 

Transfer  all  monies  to  the  State  Treasurer  and  close  the  Home  Miscellaneous 

Fund  bank  account. 

The  uses  and  materiality  of  this  fund  will  be  reviewed  and  a  deter- 
mination made  as  to  the  most  effective  handling  of  these  monies. 


Recommendation  -  Page  3 

If  the  amounts  are  small  and  the  above  recommendations  are  not  feasible, 
we  recommend  that  one  person  be  designated  responsible  for  all  resident 
monies  held  in  safekeeping  and  that  separate  envelopes  be  maintained  in 
a  locked  safe  deposit  box  kept  in  the  safe. 

The  amounts  here  are  not  material  ($200  to  $400  total),  and  so 
option  4  of  the  auditors'  recommendations  is  the  most  feasible. 
The  institution  has  complied  with  that  option;  in  addition  two 
persons  have  been  delegated  replacement  responsibility  in  the 
absence  of  the  person  primarily  responsible  for  these  transactions. 
Also,  the  Department  will  work  with  the  Superintendent  in  estab- 
lishing a  policy  that  will  require  individual  amounts  exceeding  a 
predetermined  limit  to  be  placed  in  a  personal  local  bank  account. 
However,  a  review  will  be  made  first,  to  determine  the  personal 
capability  of  the  resident  to  maintain  and  manage  a  personal 
account . 


The  Department  and  the  institution  concur  with  the  remainder  of  the 
auditors'  recommendations  with  two  qualifications  and  will  work  together 
to  develop  the  required  policies  and  procedures  to  comply  with  those 
recommendations.   The  two  qualifications  are  in  regard  to  the  auditors' 
recommendations  concerning  supply  inventory  control: 


Recommendations  -  Page  4 

That  the  Home  establish  a  perpetual  inventory  system  that  adopts  the 
"ABC"  method  of  accounting  for  inventory  items.   The  ABC  method  of 
inventory  control  establishes  control  by  dollar  value  accessibility, 
vulnerability  and  relative  importance  of  each  item. 
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Response  to  Veteran's  Home  Audit,  Page  3 


Quarterly  reports  should  be  made  to  the  commandant  indicating  by 
class  of  inventory  the  differences  between  the  perpetual  inventory 
record  and  the  physical  count. 

The  department  will  contact  the  auditor  for  (1)  information  about 
the  ABC  method  of  inventory,  and  (2)  what  indication  prompted  the 
recommendation  of  quarterly  reports  indicating  differences  between 
the  perpetual  inventory  record  and  the  physical  inventory.   Considering 
the  immateriality  of  the  items  involved  and  the  limited  staff,  an 
annual  physical  inventory  and  reconciliation  to  perpetual  inventory 
records  seems  sufficient. 

Several  of  the  recommendations  are  directed  toward  systems  provided  or 
to  be  provided  by  the  Department  of  Administration.   The  assistance  of 
the  Department  of  Administration  will  be  solicited  in  the  recommended 
areas.   The  Department  of  Institutions  supports  the  recommendations  of 
the  auditor  concerning  composite  reports  and  accruals  stated  as  follows: 


Recommendation  -  Page  4 

Request  the  Department  of  Administration  to  prepare  a  composite  general 
ledger,  receipts  summary  and  program  group  cost  analysis  (Forms  //411, 
631  and  641  respectively)  at  predetermined  intervals. 

The  composite  format  enables  management  to  make  quick  review  and  com- 
parisons of  financial  transactions  in  addition  to  providing  a  single 
source  from  which  the  transactions  may  be  traced.   The  additional  paper 
required  for  this  printout  may  be  obtained  by  eliminating  other  forms 
currently  produced  but  not  considered  as  vital  to  management  needs. 


Recommendation  -  Page  6 

Discuss  with  the  Department  of  Administration  the  feasibility  of  incorporating 
accrued  vacation,  sick  and  compensatory  time  with  the  current  Statewide 
Budget  and  Accounting  System  payroll  programs  and  supplying  this  data  on 
check  stubs  and  agency  printouts. 

Implementation  of  both  of  these  recommendations  would  provide  valuable, 
timely  information  to  the  agencies  and  also  computerize  functions 
centrally  which  are  now  done  manually  in  each  agency.   The  results  of 
the  Office  of  the  Legislative  Auditor's  study  of  SBAS  will  also  be 
useful  to  our  analysis. 
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